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By Ronald Tanner 1 1 



' ;i i* H.a fit 3 



A New Dimension 
In Marketing 

A computer-based electronic couponing program wS hefc Ukrop's to 
identity aid martet drectiy to steady customers. 



The marketing focus within the super- 
market industry has always been on 
attracting competitors' cusCQmcrs- 
Programs to cultivate shopper loyalty 
have taken the bock seat to marketing pro- 
grams that use price, gimmicks and other 
methods to boost business, 

Ukrop s. an 18-ston: chain based in 
Richmond , Va . . does not believe that the 
traditional marketing approach of the 
supermarket industry is the best one. So 
when CitjcoraPQS Information Services 
and Post Systems International asked 
Ukrop's to be the guinea pig for a new 
program that could revulvtpjuue the way 
that supermarkets attract easterners, it de- 
cided to take a chance. 

Jhe program feanires a Valued Cus- 
tomer Card that provides shoppers with an 
account of coupons that are electronical- 
ly debited, thereby allowing shoppers to 
save on purchases without clipping cou- 
pons. The card also permits the in -store 
computer to accumulate data on each cus- 
tomer's purchases, creating a databank 
that details what each customer buys. 

With this information. Ukrop's can de- 
vise marketing and merchandising pro- 



grams aimed at .specific customer seg- 
ments, instead of using the shotgun ap- 
proach to marketing and advertising so 
prevalent in the industry. 

"The manufacturers deliver coupons 
directly to eoostimcrs. the amsumers save 
money, and we collect information to 
help target our marketing efforts. " says 
James ITkrop. president. "This is a good 
deal for everybody. * ' 

The Valued Customer Program began 
on Feb. 2. when Ukrop's mailed a bro- 
chure explaining the program to 4.000 
households within the marketing area of 
its Midlothian Turnpike store. A tempo- 
rary Ucrttificatiori card thai could be used 
for immediate savings was included. 

The materials were also available at the 
store, so consumers who had not respond- 
ed to the mailing could sign up. Within 
one month, 6,500 permanent cards had 
been issued, a number equal to approx- 
imately 70* of the people who shop the 
28.000-square-foot Midlothian Turnpike 
store. (Progressive Grocer estimates that 
the store does appro* Lmaiely 5250.000 in 
weekly volume.) 

Each card contains a bar code that is 




Shppptft preterit the card fins so 
rfecrnwV coupons *itt be debitrd- 



scanncd to identify the customer . The 
cards allow choppers to save on approx- 
imately 40 items monthly. According to 
Ukrop's officials, shoppers usin" the 
cards can save up to 5500 a year. 

The Card offers savings from 1 0 cents ir* 
SI on manufacturer and More produce 
Specials offered in March included 
cents off on Old CI Pa mi Thick jrni 
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Chunky Salsa, a >lO-ccni rcducimn or. 
Fruit 'n fibre Cereal. JO cent* off on 
La> s Potato Chips. 40 cents off on Max- . 
well House Master Blend Coffee, and a : 
.Si reduction in the retail price of tikrop's 
store -ground sausage. 

"We have had an cAtrcmclv positive re- ' 
sponse from the manufacturers. 11 says 
Nelson Melton. Ukrop's vice presrdemof 
fi na rice/ad ministration. According to 
Melicm. about 30 pf the 40 manufacturers 
initially contacted agreed xo participate in 
the experimental phase of the program. 
And he expects even greater participation 
in the future, as the local sales arms of the 
major food companies get headquarters* 
approval to participate. 
. Manufacturers are charged 3 $50 month- 
ly fee to have an item elect mntcaJly listed, 
and. as occurs with coupons, ihey arc 
charged an 8-certf handling charge each 
time the item is sold at the reduced price. 
The manufacturers art guaranteed exclu- 
sivity within a product line for each prod- 
uct listed. That is, Folger's Instant Coffee 
will not be listed if Maxwell House is. 

' "W c offer exclusivity to manufacturers 
to give them a marketing advantage," 
says Carol Spivey. marketing specialist 
for Ukrop's. Exclusivity is granted on a 
first-come, first-serve basis. Several man- 
ufacturers have signed up through July, 
when the experimental phase of the pro- 
gram is scheduled for completion. 

Ukrop's weekly specials, traditionally 
featured as coupons in a newspaper or in- 
store flyer, are automatically credited to 
customers presenting the Valued Cus- 
tomer Card. This eliminates the tedium of 
clipping, and cuts down dramatically on 
the amount of paper handled by checkers. 

The massive sign-up of people for the 
Valued Customer Card is already aiding 
Ukrop's marketing efforts. Rather than 





A station tiKOnsages shoppers to sign up for the Valued Customer Program. 



i Signs honginx in the aiiies introduce shop- 
i pers to the pro gram. 



distributing flyers'to the universe within 
the trade ares of the Midlothian Turnpike 
store. Ukrop's can now limit mailings to 
consumers with Valued Customer Cards. 

"This program has the potential to 
change the entire marketing thrust of 
supermarkets.' 1 says Don Irion, vice 
president of Citicorp POS Information 
Services, Stamford. Conn, "tl allows 
grocers to cultivate shopper loyalty-* " 

"Supermarkets have traditionally tried 
to increase sales by attracting more people 
to the Stores, instead of by trying to make 
the customers they already have more loy- 
al. The airlines have shown that frequent 
flyer programs based on regarding loyaJ 
oistorners car- be quite *ucnvsful. There's 
no reason wh\ ihpx k:nd or" prop ram can* 
not work in the groccr> industry. " 

L"krop"s also hope* shm !hc Cards will 



provide a vehicle through which the com- 
pany can get involved with electronic 
ftmds transfer. Says Ukrop. "This system 
will position us to implement fcf T * V,e=i 
people arc ready for it." • 

A lot of technological work went inin 
developing the software for Ukrop's Val- 
ued Customer Program. The system pres- 
ently works only at a store with IBM sc.^n~ 
ners. an IBM minicomputer hosnng tut 
scanners, and Post Software*. 

The Valued Customer r*rogram ts the 
third in a series of software program.v :n- 
S tailed at the Ukrop's store The nricina! 
program, called ;*Supcn»lo*tv" use> ihi 
IBM system nnd Po« Software tr» run V'-* 
supermarket In Oct-. ^cr l LV^r- 
look on additional sort ware 'h?: pen:'. " 
the srore tn scan coupons. Coupon .:: 
nine vi-a* nccL's>2r> fur she 
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; Customer Program to pcrfonn ihc tasks 

I thai Ukrv|>":><JemandwJ. 

J "Without coupon scanning, the co*n- 

'. putcr could not decide what was the creat- 
es: sa vines — the electronic coupon or a 
paper cuupon." explains Melton. "And 
thai ability was important. SO that wc 
could show consumers Thai they were sav- 
ing more wiih the Cards . 

UnJike papcrcOupons. whichan? normal- 
ly debited after all products arc scanned, 
the crediting of the electronic coupons oc- 
curs immediately after the couponed prod- 
uct is Scanned. The price display shows 
customers that the coupon value is being 
subtracted from the retail price of the prod- 
uct. This savings is also highlighted on 
the receipt. 

Every transaction is recorded in the 
computer's memory. This mass of in- 
formation will eventually bo tapped in a 
multitude of ways to help Ukrop's in- 
crease sales and profits. (The data wili 
also be marketed to manufacturer? to use 
any way that they desire.) 



< Valued Customer^ 
\ Catd 




Evtry transaction made with the VtUard OiWtner Card is recankd m ihr ujmpuier. 




Ukrop's will know who buys what, and 
how often they purchase it. This data will 
DC used to develop marketing programs 
aimed at a small segment of the consum- 
ing public, those whose specific purchase 
pauems the chain wishes to alter. 
{ "This fall, we hope to figure out how 
Ukropscan sell more scoremade piera," 
Says InOrt. "Wc will look at the customer 
base to see who buys both Ukiop's fresh 
pizza and frozen pizza. We then fragment 
consumers by their consurnrxion patterns. 

"Wc can develop a marketing plan fOT 
each segment of pizra buyer. Consunters 
who are regular (J drop's pizza purchasers 
may receive a coupon lor a free topping 
on the pizza of their choice. And people 
who buy pizza only once a month may be 



tempted by a promotion that r.ffcn a free 
piz^a if three other pizzas arc purchased 
dunng [he previous three weeks. People 
«- ho buy frozen pizzas may be given a cou- 
pon that entitles them tn a free storemadc 
pizza" 

Irion explains, "This will all be done 
through a direct mail' Slaierrt5.nl, which 
will be the target in^. ^chicU'. And the 
coupons will be electronic. >o they are 
automatically credited when people pur- 
chase the pn>moted product. This market- 
ing aoproach should be infinitely more 
successful than sny in-store promotion 

If the program work? as planned, the 
possibilities arcendiess. Used carcruiiv. 
the information gathered could help gro- 
cer* become premier marketer ■ 




j .4 brochure mailed io ptQpU within the trade 

j area vffrrrd a Irmprtrury r4rd. 
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